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caldORANDUR FOK:  weputy bircetor for Operations
SULTICT : KI/KEP
i. I certainly undesstand and appreciate the probien

yod raisec. However, avery auyeucy could raise the same problen
1f iandeed the KIQ/KLP procsss wera oxpected to go as deeply as

vou indicate. In fact, I have already indicated some reservation

45 tu the degree of detail the HLP process should include and
agread to go through the trial set of 1374 KIQ evaluation
auring the next montin or so in order to determine in practical
terias the degree of detail needed and reasonably obtainable.
in essence, L expect every agency to run its own internal
wanagaement in its own fasisdon, in your case through your

ubjectives. At the top level of a particular agency (or directorate),

nowever, I would hiope that a minimun of staff work could ascertain

(witihh only a reasocnable degree of error) tne manner in whicih tae
resouxcas of the particalar unit were uivided between KIU's,

aon—~-siy national questions anu departmental or tactical yuestions

not covered under the KI{'s. 4Ulese three categories should
cover tie entire budget of the unit, with overhead and general
support matters allocated accorainy to the percentages developed
for the wmajor taree categories noted above and the individual
¥Ig's. Tae process would have to be "simple, aroitraxy and
subjective.¥ 4“hese resource statemenis would then be used by
the wi0's o match up against their view of actual production
against the KIL's by each unit. %he precision and accuracy of
the whole process is subject to cnallenge, but the overall
conclusions are drawn today with no effoxrt to methodize the
basis on whicn they are reached. This process is an attenpt
to so methodize them to the extent feasinle without a large
bureaucratic axercise.

2. ‘Phat being said, I have forwarded your memo to the IC
Staff with instructions to work out the best arrangements they
can witia you. I certainly do not expect to change your or any
other agency's nietnod of running its internal operations or set
up separate accounting structures, etc.
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Executive Registry

MEMORANDUM FOR: pcp 7%2;//@/2

Bill:

I suggest an informal response to
Bill Nelson along the lines of the attached.
You may wish to attach it to the memo leaving
the recommendation line unsigned -- an implicit
disapproval. ' I will follow-up with Bill to see
what.we can work out that meets his needs with-
out scutﬂing the system.

_ ( Dicta..tledb but not read) -

o : 18 September 1974
FORM NO. Q] REPLACES FORM- 10- 101 .
t AUG 5S4 © WHICH MAY BE USED. -

(47) -
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NOTE FOR THE DDO

Bill:

£

I have read your thoughtful memo and
expect that all elements of the Community
have similar concerns. I want to keep the
KEP procedures simple and in context with
your existing reporting systems and time
frames. The fact that evaluation and
accountability are the key ingredients to
the KIQ process, however, requires me to
get some idea of how you have allocated
your resources against the KIiQs. Your
reply, in whatever format you decide, should
tell me how well you performed against the
KIQs and how you allocated your resources
to achieve that result. By resources allocated,
I mean those manpower, language skills,
operational assets, and dollars - the one
common denominator - which you directed
to achieve the results.

I have sent your memo with this note

to the IC Staff with instructions to work out
the best arrangements they can with you. -

W. E. Colby
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MENTCEANDUN FOR: Director of {entral Intelligence

SUBJECT: The KEKQ/KEF Frocess

1. T{his n*:eméraadms contains a recorr:mendation for your
approval in paragraph 6.

2. This Ilirectorate welcome s the Key Intelligence Questions
(KEis) for Fiscal Year 1975 as an illumination of intelligence inforr ation
needs of major importance. As you kmow from your approval of our
FY 1975 Objectives, we have estatlished a systen: whereby we sulsume
the EX2s intc our system by taking them into consideration when writing
the specific Gbjectives, noting which KXKls are reflected in each Cbjective.
In the case ol the FY 1975 KX2e, we have disseninated ther throughout
the DUC in order to inform all Directorate slements of the latest Key
Intelligence Juestions of primary importance to the Government, Ve
also plan to send selected KX28 to appropriate Field Stations. Thraugh
this action, the KIle will supplerent the very specific operational
guidance provided in the Cperating Lirectives.

3. DBearing in mind the fact that the KX2s are only partially
applicakle to clandestine collection and the fact that you previously
approved our management of our Program according to the MBCU concept,
the handling of LX)s in this L'irectorate does present some problems.
For example, the acheduling for the issuance of new KXJs each year
comen several months after our MBU meetings and decisions resulting
therefrorm: which represent our Program submission to you. In fact,
the I K28 will probably reach us each year after you have already made
your decisions on our Program. Despite this, they serve a5 a valuable
suppleinent to the Objectives, and we plan to handle then: in that way.

2
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4. The ¥IL ¥ procedures, omthe viher Lanl. give us serivus
srotien 8. 4 s we understand what the I Staff and 108 sre saying about
thig process, it requires {inancial acceuntings of expenditires against
specific Liis, >ince we smtarted the MMBQO system & year a4zo, we have
costpletely revised our financial accounting syster: to report operaticonal
expendilures by Chjective, Uur experience has convinced us that finsncial
accounting can only be dowe in meaningf{ul terms when we have Lrosd,
stable objectives. It also shows that it is practically iznpossiile to do
when the obiectives then:selves are narrow and frequently changing. We
cannat eatisfy the financial requirements of the EXFP systen without
completely scrapping and re-doing the work of the past year Lullt around
regorting by Ubjectives or establisiing 3 parallel system to satisfy the
" ¥.ET process., This, [ believe, is “eyond the capabllity of our Field
apparatus to abtsorbk., Aay attempt ai specific accounting short of these
alternative courses would result in data which are nseaningiess for decision-
waking purposes.

%, The LEP presenis the same proktlem ia the field of evaluation.
The ¥ EP pracedures will reguire NICs to evaluate specific Frogram
perforrance against eack KX3. This is far from the extensive evaluation
syster which we helieve must be nsed for management of clandestine
aperations. As you of couree recognize, the nature of clandestine
operations requires investmeni of resources in the establistr.ent of
collaction capabilities whick sometires precede and always are n:ore
coniprebensive than short term intslligence rejuirements. Short term
response to specific requirements suck zs the KIQs is snlikely to be 2
valid reflection of claadestioe collection performance which is necessarily
long tern and target-sriented in nature.
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6, For the above reasons, 1 request reaffirmation of vour
conpcurrence in our handling of the KE)s under cur MBO syster: and
an exemption of this Directorate from participation in the KEF process.

William E. Nelson
Deputy Uirector for Operations

ec: I‘:‘EC;‘E
D/ncliIc

The recommendation contained in paragraph & is { ) APPROVED
t ) DISAPPROVED

. E. Colby, Director of Ceatral Intelligence  Date

DDO:AC/OFS | Sept 1974)
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